
Talking Taxes 
 
The hustle and bustle of the 2006 tax season is 
well underway, and there is now new information 

available that may help further lower this year’s tax bills!  
 
Last December, Congress enacted bipartisan legislation to prevent tax 
increases on millions of working Americans across the country.  
Unfortunately, the Internal Revenue Service (IRS) went to print and 
sent taxpayers their 2006 tax forms, before the bill was signed into 
law! As a result, the 17 million tax packages that were sent to 
taxpayers in January are missing the proper spaces needed to claim 
important tax deductions.  
 
Read on to learn more about new tax deductions that you may be eligible 
for on your 2006 AND next year’s 2007 tax forms! 
 
Higher Education Tuition Tax Deduction 
In 2001, Congress enacted the Economic Growth and Tax Relief 
Reconciliation Act of 2001 (EGTRRA) which established a higher education 
deduction to reduce taxable income for taxpayers who pay qualified 
postsecondary education expenses. An above-the-line deduction, the actual 
value of the deduction is based on the taxpayer’s marginal tax rate.   
 
This tax season, families can once again receive a $4,000 income tax 
deduction for qualified higher education expenses.  To do so, taxpayers must 
use Line 35 on Form 1040, (the line is usually used to claim “domestic 
production activities deduction”).  Enter "T" on the blank space to the left 
of that line entry to claim the tuition and fees deduction, or "B" to claim 
both a deduction for domestic production activities and the deduction for 
tuition and fees. For those entering "B," taxpayers must attach a breakdown 
showing the amounts claimed for each deduction.  Click HERE to view an 
example.  
 
 
 

http://www.irs.gov/pub/irs-news/tuition_and_fees_deduction.pdf


Teachers’ Taxes 
To help cover out-of-pocket costs incurred to purchase books, supplies and 
other classroom equipment, teachers, who use their own money to buy school 
supplies for the classroom can now deduct up to $250.  
 
Educators can make this claim by using Line 23, “Archer MSA Deduction,” of 
Form 1040. Enter "E" on the dotted line to the left of that line entry if 
claiming educator expenses, or "B" if claiming both an Archer MSA 
deduction and the deduction for educator expenses on Form 1040. If 
entering "B," taxpayers must attach a breakdown showing the amounts 
claimed for each deduction.  Click HERE to view an example.  
 
State and Local Sales Tax Deduction 
Taxpayers who itemize can continue to deduct state and local income taxes 
or state and local sales taxes this tax season.  While this deduction is 
available to all taxpayers, it is primarily designed to benefit residents of 
states with little or no state and local income taxes. 
 
Taxpayers may make this claim by entering “ST” on the dotted line to the 
left of Line 5, “State and local income taxes” of Form 1040.  Click HERE to 
view an example. 
 
The IRS has issued Publication 600 for 2006, which included the state and 
local sales tax tables, a worksheet and instructions for figuring the 
deduction.  
  
Click HERE to learn more about recent changes in tax law. 
 
Beginning February 3, 2007, the IRS began processing 2006 tax returns 
that claim these breaks.  Electronic filings claiming any of these 
breaks that were sent before February 3rd must be resubmitted.  
Mailed filings that were received before this date and include these 
claims were simply set aside at the IRS and were processed on February 
3rd. 
 
**Remember, this year tax returns are due April 17, 2007.  (April 15th 
falls on a Sunday)** 
 

http://www.irs.gov/pub/irs-news/educator_expense_deduction.pdf
http://www.irs.gov/pub/irs-news/state_and_local_sales_tax_deduction.pdf
http://www.irs.gov/pub/irs-pdf/p600.pdf
http://www.irs.gov/formspubs/article/0,,id=97397,00.html


Tax Tips 

Seven Ways to Get a Jump Start on Your Taxes 
 
Earlier is better when it comes to working on your taxes. Taxpayers are 
encouraged to get a head start on tax preparation, especially since early 
filers avoid the last minute rush and get their refunds sooner.  

Here are seven easy ways to get a good jump on your taxes long before 
the April deadline is here: 

1. Gather your records in advance. Make sure you have all the records you 
need, including W-2s and 1099s. Don’t forget to save a copy for your files. 

2. Get the right forms. They’re available around the clock on the IRS Web 
site, IRS.gov. 

3. Take your time. Don’t forget to leave room for a coffee break when 
filling out your tax return as rushing can mean making a mistake. 

4. Double-check your math and verify all Social Security numbers. 
These are among the most common errors found on tax returns. Taking care 
will reduce your chance of hearing from the IRS and speed up your refund. 

5. Get the fastest refund. When you file early, you receive your refund 
faster. When you choose direct deposit, you receive your refund sooner than 
waiting for a check. 

6. E-filing is easy. E-filing catches math problems, provides confirmation 
your return has been received and gives you a faster refund. 

7. Don’t panic. If you have a problem or a question, remember the IRS is 
there to help. Try the IRS Web site at IRS.gov or call the IRS customer 
service number at 1-800-829-1040.  

**Courtesy of the IRS** 
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